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Lynn M. Carlson & Co.
CEBTIFIED PUBLIC AGCOUNTANTS

175 SOUTH WEST TEMPLE
surTE 610
SALT T-AKE CITY, UTAH 84101
TELEPHONE (S01) 531.1317
FAX (8Ot) s21-9041
TELE( 373{911 MUL

To the Board of Directors 0ivlsl0N 0F

Utetite Corporatlon
Coalville, Utah UOtl.,.iri.'

.we .irlVe' reviewed'rif -of.6tpanying statemcnt of assets and liabilities--income tax basis of
,:llt"iit".corp6i4lo3 (p',Q corpoiatibn) as of December 3I, 1988, and the related statements of
-*::{."It1u!1 .1.9.'.[9:119*-iniome-tax basis, and retained earnings--income tax basis for the year
--i!hi-n-.-end.-e{;';$:actofdance with standards established by the American Institute of Certified
q-fqL1i;]aci6-irntin'fi.' All information included in these financial statements is the'.lff-e_prbs 

e n t a t!"o- { lp !:tfi'C';p w n e rs o f Ut e tt r e Co rp o rati o n.

-#,5,:#l,ii jt-#l'JJl;;r;

";Thg-finii,lgfl;ll.*i*ents 
have been prepared on the accounting basis used by the Company for

t eger.?l:..:*99pt.\t-"* purposes, which is a comprehensivc basis of accounting other than
geneially. accebtgl, accountin g principles.

,{}*::;*l'ii*';+r
A r-e.vi-"w-';'6ohiists principally of inquiries of Company personnel and analytical procedures
applied to-$jngncial data. It is substantially less in scope than an audit in-accordancc with
eeneral{y.tas.cepted auditing standards, the objective of which is the expression of an opinionregardiltg-,tlefinancial statements taken as a whole. Accordingly, we do not cxpress such an

"ti"t"i:i"4q;ji
i.afi.l.i:.r,J"-Based.;o$fg-r..ii9,view, 

w.e are not aware of any materiat modifications that should be made to
the 1cc.9.TP.1+#,lg financial statements in order for them to be in conformity with the income
tax basrs ot:iacCountine. as described in Note A

ffiqfiTrffijil

rasis'.ofiia.Ctounting, as described in Notc A.
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UTELITE CORPORATION
STATEMENT OF ASSETS, LIABILITIES & EQUITY-INCOME TAJ( BASIS

December 3L, L9BB

ASSETS

CURRENT ASSETS
Cash
Trade Accounts Receivable
Accounts Receivable-Western CIay' Co'
Employee Accounts Receivable
Material in Process
Notes Receivable--Current

TOTAL CURRENT ASSETS

9 27e,293.05
306 ,792.25

9, 560.54
229.93

L24 ,332.5L
3L,L23.12

750,431-.40

PROPERW AND EQUIPMENT
Land
Buildings
Plant Machinery & EquiPrnent
Pollution Control EquiPnent
Machinery
Autos, Trucks, Trailers
Office EquiPnent
Less Accurnulated DePreciation

84 ,788.48
l-58,503 . l-9

L, 845 ,92'7 .27
L78 t357 .L2
52O ,389.86

66,953.75
34,863.04

(2 .296 .57 4 .75)

603 ,2O7.96

49 ,LL9.79
l-3 .59

_ 49 .133.38

$1r 4 02 ,772.7 4

OTHER ASSETS
Notes Receivable
Other

See accolnpanyrng notes and accountantrs rePort.
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LIABILITIES AND STOCKHOLDERS' EQUIry

CURRENT LIABILITIES
Current Portion of Long-Term Debt
Accounts Payable
Accrued Payroll Taxes payable
Accrued Interest payable

TOTAL CURRENT LIABTLITIES

LONG-TERM DEBT, Net of Current portion
Notes Payable

DEFERRED GAIN ON INVOLUNTARY CONVERSION

STOCKHOLDERS' EQUIry
Common Stock, par Value $f. OO

500, 000 Shares Authorj.zed
164,758 Shares Issued of which
55,443 are HeId in Treasury

Premium on Capital Stock
Treasury Stock
Retained Earnings

$ z5, ooo. oo
t,35]-.52
I,377 .22

335.35

78 t064.09

5 ,000.00

5, 000. 00

288,962.3O

164,758. O0

56 ,356.7 O

( 55 ,443.O0)
865 , 054. 55

1.030.746.35

$L,402 1772.74

notes and accountantrs report.See accompanying
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UTELITE CORPORA] rON

r.n

STATEMENT OF REVENUE AND EXPENSES-INCOME TA)( BASIS
December 3J., L988

SALES

COST OF SALES
Inventory Adjustment
Purchases
Direct Labor.Plant Power & Utilities
Kiln Fuel
Delivery Expense
Supplies
Repairs & Maintenance
FueI & OiI
Raw Material Royalties
Lab & Testing
MSHA

GROSS PROFIT

E(PENSES
Marketing & promotion
Ernployee Benefits
Payroll Taxes
Travel & Sales
Insurance
Telephone
Legal. & Professional
Office Supplies & postage
Taxes & Licenses
Miscellaneous
Bad Debts
Dues, Subscriptions
Training
Depreciation
Management & Accounting
Air Pollution Control
ESCST
Depletion

INCOME FROM OPERATIONS

oTHER TNCOME (EXPENSE)
Interest Income
Gain (Loss) on Sale of Assets
Interest Expense

NET INCOME

report.

iz,37o, 006.98

326,829.69
2,968.08

393, 699. 66
79 ,672.80

77 I ,926 .8L
595,364.09

. 15 ,972.40
1,43,342.09
26,26L.40
].5,562.29

3 , 601_. 65
327.OO

L782.527 .96

587 ,479.02

97 ,3O8.27
57 ,342.3I
36 ,62L.19

7 ,L60.95
8 ,637 .22
7 ,235.23

to ,927 .60
9 r 805.29

20, l_88.41_
795.77

L, 055 , 25
.930.75

446.00
223r430.58

4 , 63),.22
6r800.00
7 ,690.27

18 .119.60
5L9 . L2s.91

68,353 .l_L

19,808.39
( 5,59L.6L)
( 1s. s51.48)
( z ,std .t o1

$ eo, oLg.41
=:====:=====

See accompanying notes and accountantrs
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UTELITE CORPORATION
STATEMENT OF RETAINED EARNTNGS-INCOME TA)( BASIS
December 31, 1988

ACCUM UTATED ADJUSTM ENTS ACCOU NT
Balance, January L, l-9gg
Taxable fncome
Dividends
Transfer to Other Retained Earnings of

Amount Attributable to Stock Sotd

Balance, December 3L, 19gg

PREVIOUSLY TAXED TNCOME
Balance, January 1-, Lggg
Dividends in Excess of the

Accumulated Adjustments Account
Transfer to Other Retained Earnings of

Amount Attributable to Stock Sola

Balance, December 31, 19gg

OTHER RETAINED EARNINGS
Balance, January 1, Lggg
Previously Taxed fncome Transferred,

on Sale of Stock by Shareholder
Allowance for ? Depletion

Balance, December 3J-, 19Bg

TOTAL RETAINED EARNINGS, DECEMBER 31, 1988

$ gee ,o38.97
66, 0L8.4L

( 88,50L.80)

( z tt.+t1

364,814.11_

L05,544.38

( 83 .136.26)

22 ,408.12

3'15,845.09

83,877.73
18 . Ll_9.50

477 ,842.42

$ ees,064.6s
=:==:=:=====

See accompanying notes and accountantrs report.
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UTELITE CORPORATION
STATEMENT OF CASH FLOWS-INCOME TAX BASIS
For the Twelve Months Ended December 3l_, Lggg

CASH FLOWS FROM OPERATING ACTIVITIES
Net Incorne
Adjustrnents to Reconcile Net Income to
Net Cash Provided by Operating Activities:

Depreciation
Depletion
Gain on SaIe of Asset
Changes in Assets and Liabilities:

Increase in Accounts Receivable
Decrease in Inventory
Decrease in Accounts payable & Accrued Expenses

Decrease in fnterest payable

NET CASH PROVTDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Principal Received on sunbeam coal purchase contractPrincipal Received on.Loan to Outreach
Payrnents Received on Shareholder Loans
Loan to Related Corporation
Advances to Employees
Land Purchases
Capital Expenditures
Proceeds from Sale of Assets
Deposit Returned

NET CASH PROVIDED BY INVESNNG.ACTIuIES (

C,ASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Bank Loans
Payments Made on Bank Loans
Principal Payment on Land purchase Contract
Payments Made on Shareholdersr Loans
Dividends Paid

NET CASH PROVIDED BY FINANCTNG ACTIVITIES

NET INCREASE IN CASH AND CASH EOUIVALENTS

CASH AND CASH EQUTVALENTS AT BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS AT END OF PERIOD

$ 6G,018.4L

223 ,430.58
LB, 1Lg . 60

( 2,600. oo)

( tt2,646.78)
332 ,349 .44

( 3 8 ,244.28)( tat.eal

486,25g.3L

3 ,328.34
5 ,97 6.93
5, 000. 00

37 ,720.1_o)
22e.e3)

18 , 581. 73 )
1_L6 ,309 . 52 )

L0, 000 . 00
245.42

148 ,29O.59)

95, 000 . 00
( 75,000.00)
( 5r 000. oo)
( t62,049.81_)
( 88. so1.80)

( 23 5 . s5L. 6l_)

l.o2 ,417.l_1

175 ,87s.94

$:=3!2:33i=jj

See acconpanying notes and accountantrs report.



NOTES TO THE FINANCIAL STATEMENTS

Inventorles

Inventories are valued at the lower of cost or
method. Cost is determined using the Internal
uniform capitalization of inventoiy.

Depreciatlon

NOTE A_SUMMARY OF STGNIFICANT ACCOUNTING POLTCIES

Income Tax Basis of Accountinq

The company's policy is to prepare its financial statements on the income tax basis ofaccounting; consequently, the compa_ny recognizes depletion.*p.nr. rr-trr. greater of costdepletion or statutory depletion. under generally accepted ac.oontiog principles, onlycost depletion is acceptable.

The financial statements also includ_e-a deferred gain on involuntary conversion as aresult of a condemnation of land in May, 1986. Tte Internat Revenue Code allows theCompany three years after the close o-f t-tre first tax year in which tr,e gaio is realized toreplace the property- Under generally accepted accounting principles, that gain wouldhave been recognized in 1986.

Income Taxes

The company has elected to be taxed under the provisions of subchapter s of the InternalRevenue code' under those provisions, the 
'company 

does not pay federal or statecorporate income taxes on its taxable income. Insiead, the stockhbliers are liable for
l*ili:ixi*::'"r and state income taxes on their respective shares of the c;;p;r/;

No reserve for bad debts has been established by the company. Historically, uncollectibleaccounts receivable havc not been significant enough to warrant establishing a reserve.Bad debts are written off as it becomes evident that they are uncollectible; any recoveriesare included in income when received.

a\
(-

market under the first-in, first_out (FIFO)
Revenue Code's guidelines with respect to

Property, plant and equipment is carried at cost. Depreciation is provided over theestimated useful lives of the related assets using the accelerated cost recovery system andthe modified accelerated cost recovery system required by the Internal Revenue Code.

NOTE B-NOTES PAYABLE

The company has ." Ionr-,"rm note payable outstanding in the amount of $5,000.00 as aresult of a land purchase contract. The note requires a principat p.yr.nt of $5,000 plusaccrued interest on the unpaid principal balance at the rate of 
-eigirt 

percent (g%) payableannually. The note will mature July 31, 1990.
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NOTE C-REI.ATED PARTY TRANSACTTONS

Ute-systems Inc. is a C corporation 
-:rwn1d 

by the same shareholdcrs as thc Company inthe same ratio of stock ownership. The Company has a note reccivable in the amount of$37,720,10 from ute-systems Inc. Half of the note receivablc, sig,soo.os, has beenclassified as a current asset;.the remaining gt8,g60.05 is tong-terni.--'it is anticipated,however, that this note will be liquidated in 19g9.

western Clay Company is wholly owned by two shareholders representing two-thirds ofthe stock ownership of the Company. There is currently 
" u..ountt r...iu"ute uatance inthe amount of $9,660.54 from Western Clay Company.

NOTE D-PROFIT SHARING PLAN

The Company maintains a profit sharing plan for its employees. Contributions to the plan
are based on eleven cents ($.ll) per yard of product sold in the quarters that the Co,np.rvis profitable. Profit sharing contributions expensed as .r .;;i;t.; benefit in thesefinancial statements are $8,028.82.

NOTE E_MAJOR CUSTOMER

Marley Tilc purchases currently comprise approximately 290/o of the Company,s product
sales.
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January 8, 1990 !

TO: Walme Hedberg
,i

FROM: Steve Schneid"t 
-ffi

RE: Utelite Reouest

I have considered your request of December 15, 1989, whereby you
desired recommendations which would cause the division to be irore
comfortable with the acceptance of Utelite's unaudited financial
statements f or sel-f -bonding. My recomendations are as f ol-lows:

l-. Since accounts receivable represents a significant
percent of utel-ite's assets, the receipt of an accounts
receivable ag5-ng report wourd assist the division in
determining the ongoing strength of Utelite. This report
would identify whether the receivables are 30 days old., 60
days old, 90 days old, or 120 days oLd and greater. This
report should be received on a periodic basis, perhaps
quarterly. .a y'>

(' '€ 2' c"4
2. The current asset identified as castr/atso represents asignificant percent of Utelite's assets/ the releipt of
staternent copies which support this balance would increase
the confidence placed upon the unaudited financial
statement. Receipt of s.latement copies should also be on aperiodic basis . lt,-'7': r i'

3. The third significant category of Utelite's assets isproperty and equipment, and tw5 oftions should be
considered. since this tlpe of asset is traditionally
recorded at original cost on the accounting records, ln
independent determination of current market value would
identify if these assets have a significant value in today,s
market. The second option concerning property and equipment
would be the application of a lien to secure Lhe anount of
bonding required. This option is based on the assumption
that Utelite's assets are not already pledged, and thus the
division would be first in line.---)

* 4'l An alternative which banks utilize for small companies
which could be considered by the division is the personal1 ' ' guarantee of the corporate 6fficers. Owners often resist
thi-s- aLternative, however it may be the final option

. available in certain situations. Obviously, tha financialpositions of the corporate officers would i6ea to be
obtained before this could be viable.

Please let me know if you have additionar questions.

?


